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HUD’s monthly survey of mortgage conditions showed that mortgage lenders closed 
$9.4 billion of home mortgage loans in November. . . 49 percent greater than the $6.3 billion 
originated in November 1975. This is the largest monthly year-to-year change since April 
1976. Savings and Loan Associations made $5.2 billion. .. or 56 percent of the home loans 
closed... compared to 53 percent last November. The share for commercial banks decreased 
from 19 to 18 percent... while the share for mortgage companies was 17 percent... the 
same as last year. 


The same survey revealed that originations of long-term multifamily mortgage loans 
spurted to $1.2 billion from $.7 billion a year ago... reflecting a sharp turnaround in the 
market for such loans. Savings and Loan Associations made $500 million of the multifamily 
loans...39 percent of the market...compared to 26 percent last year. Commercial banks 
increased their share from 16 to 20 percent...and Mutual Savings Banks’ share dropped 
from 22 to 16 percent. The mortgage market supplied $2.2 billion of construction loans for 
homes in November. ..64 percent above last year’s $1.3 billion. S€Ls accounted for 52 
percent of these construction loans, down from 55 percent last year. Commercial banks 
increased their market share from 34 to 35 ee Multifamily construction loans at $400 


million were up 27 percent over a year ago...the first monthly year-to-year increase in 
1976. 


The FHLBB announced member associations’ November savings flow fell below the 
near-record pace of recent months. November net new savings receipts of FSL/C-insured 
S&Ls totaled $2.4 billion. This was a 26 percent drop from the $3.2 billion of net new 
savings received in October. Nevertheless. . . the November savings inflow represented a record 
for the month. .. 15 percent more than the prior November peak established in 1975. 


The year-end mortgage market opinion survey conducted by HUD showed that 
nationally. ..the average secondary market price for immediate delivery of HUD/FHA- 
insured 8 percent new-home mortgages with 30-year terms and minimum downpayments 
increased for the second consecutive month to $98.0 per $100 of outstanding loan amount. 
The equivalent gross yield to investors at this price was 8.25 percent. ..a decrease of 20 
basis points from December 1. The national average interest rate contracted to be paid by 
the borrowers on conventional first mortgages dropped five basis points for both new- and 
existing-home sales to 8.90 and 8.95, respectively. This is the first month since May 1976 
that both national rates have been reported under 9 percent. Regionally. .. all new-home 
rates were also below 9 percent for the first time since April 1974. 


* 


New Publication 


Micropolitan Development. .. published by the Jowa State University Press. . . answers 
such perennial questions as where should limited resources for rural development be 
focused... how can community services and welfare programs be improved... how can 
development targets such as eliminating under-employment and poverty be achieved at least 
public cost...and how can development be financed. 418 pp. $20.00. Publisher requires 
payment with orders under $25. From Jowa State University, Ames, Iowa 50010. 





HUD Seeks Lending Data 


HUD is trying to determine how local governments and neighborhoods use loan 
information derived from mortgage lending institutions to combat ‘redlining’ and neighbor- 
hood decay. 


The Department will shortly advertise for bids for a study of especially successful use 
of information on lending supplied by banks and savings and loan associations since passage 
of the Home Mortgage Disclosure Act of 1975. 


The Act was passed by the Congress in an effort to call public attention to the 
so-called practice of ‘redlining’...the term used to describe the practice of lending 
institutions drawing a red line around a particular neighborhood on city maps where funds to 
buy or improve property are denied because the lender considered the risk too great. 


Discrimination against such neighborhoods can also take the form of shorter loan 
terms, high down payments, limits on the age of a property, higher closing costs, and delayed 
appraisals. 

To help detect whether such practices are being used... lenders are now required to 
reveal the loans they make by Census tract or Zip Code. 


An analysis of this information will permit local governments and citizen groups to 
see which institutions are complying with the ‘redlining’ regulations and which are not. The 
proposed study will allow local neighborhood groups and governments to share their ideas 
and experiences. 

Some communities have already used information resulting from this law for their 
neighborhood preservation programs. Community Development Block Grant funds can be 
aimed at redlined areas and private investment can be encouraged through the use of public 
money for seed capital, tax credits, and business loans. 


The successful contractor will be asked by HUD to pick out 5 to 10 cases where 
communities have made especially good use of loan information in their preservation 
activities. Case studies will be written showing what groups were involved, what information 
they received frorh lending institutions, what use they made of it, what they decided to do, 
and the results. 


In addition to the rather detailed case studies. .. generalized papers on each example 
will be prepared as guides for other communities. 


HUD is asking for bids in the range of $65-80 thousand and a completion time of 6 
months. A HUD official explained that the short term and modest money amount of the 
contract make it imperative that the contractor have a good deal of the preliminary 
information on cities and communities in his head or in his files before he bids. Because 
there isn’t time or money enough to scour all 50 States from ground zero... the bidding 
documents ask for proven prior experience in fair housing, equal opportunity, and mortgage 
lending practices. 


The request for the proposal package should be sent to: RFP-H-2666, HUD Office of 
Procurement and Contracts, Research and Demonstration Division, Washington, D.C. 20410. 


* 


New City Hall Newsletter Launched 


A new monthly newsletter... City Hall Digest... featuring news about innovations 
and new management techniques taking place in municipal government, has begun publica- 
tion. Aimed at city officials and citizens interested in municipal goverment...the new 
publication emphasizes programs and projects which cities of all sizes are trying in an effort 
to making their cities better places in which to live. Editor of the Digest is Raymond L. 
Bancroft of Seabrook, MD., a former managing editor of Nation’s Cities magazine in 
Washington and former city hall reporter and assistant city editor for the Virginian-Pilot in 
Norfolk, Va. A charter subscription rate of $24 for the first year is being offered...a 20 
percent savings over the regular $30 annual rate. A free sample copy of the 8-page monthly 
newsletter is availabic from City Hall Digest, P.O. Box 309, Seabrook, Md. 20801. 





FNMA Stock Purchase Requirement Changed 


Holders of single-family mortgages who wish to sell them to FNMA are no longer 
required to buy stock in the Association. Previously. ..a seller had to purchase one share of 
FNMA stock for each $10,000 of mortgages delivered. 


This amount had been higher at the beginning of FNMA’s operations... but was 
reduced several years ago...and has now been eliminated entirely in order to prevent the 
dilution of the corporation’s stock. FNMA is raising capital for its day-to-day operations by 
other means. 


There is no change in the requirement that lenders servicing mortgages retain one 
share of FNMA stock for each $10,000 of single-family mortgage amount they service. 


w 
Hospital Loans Expanded 


In the January 17 Federal Register... HUD published regulations covering the 
expansion of eligible loans provided for under the 1976 Housing Act. 


Insurance for supplemental loans for improvements, additions, and equipment may be 
obtained by hospitals whose mortgages are insured by FHA. Insurance on the loan may cover 
up to 90 percent of the hospital improvement. But that amount...when added to the 
outstanding balance of the mortgage covering the project... may not exceed the maximum 
mortgage amount permitted under the Hospital Mortgage Insurance Program (Section 242 of 
the National Housing Act). 


Under the Program...an insurable mortgage may be in an amount of up to 90 
percent of the estimated cost of the property, including equipment. 


The interest rate on the supplemental loan is the maximum permissible by FHA when 
the loan is made. That limit is now 9 percent. 


The original mortgage and the supplemental loans are separate obligations and are not 
merged. Thus, the loans may bear different amounts of interest since the original loan may 
have a lower or higher rate than the second loan. 


* 
Mobile Home Buyers Benefit under FHA Rule Change 


Buyers of mobile homes with FHA-insured loans benefit under a change in HUD 
regulations governing prepayment of the loans. 


The proposal... published in the January 7 Federal Register for comment. .. would 
change the method by which the earned financing charge is calculated when a prepayment 
occurs. 

Under the present practice of some lenders. . . if there is a prepayment... or the loan 
is matured after default... interest due is calculated according to a special formula for small 
short-term loans. However, as loans grow larger, this method causes some distortion in 
calculating earned interest. 


ty 
The proposed change would require lenders to use the actuarial method in computing 
the earned finance charge if there is a prepayment. 


This is the same method which applies in prepayment of home mortgages and which 
prevails in credit union loan practice. 


The amount of savings to the consumer under the proposed prepayment plan can be 
seen in this example. In the case of a $10,000, 12-year, 12 percent loan prepaid at the end 
of the third year, the earned interest would be approximately $500 less under the actuarial 
calculation than under the current special formula. 


The change also would affect HUD’s outlay in insuring loans. The Department would 
be required to pay a smaller amount on a claim upon default of a borrower under the 
actuarial method than under the formula method. 





FYI 


Committee on Federal Procurement of Architectural/Engineering Services 
(COFPAES). .. 5th National Federal Programs Conference. .. New Orleans, February 24-25. 
Details: Patricia Parker, Federal Agency Liaison, AIA, 1735 New York Ave., N.W., 
Washington, D.C. 20006. 


National Housing Conference. .. Annual Convention. .. Washington, D.C., March 5-7. 
Details: NHC, 1126 16th St., N.W., Washington, D.C. 20036. 


National League of Cities... Annual Congressional-City Conference. .. Washington, 
D.C., March 6-8. Details: NLC Conference Registration Center, P.O. Box 17413, Dulles 
International Airport, Washington, D.C. 20041 (703/471-6180). 


National Savings & Loan League... Legislative Conference... Washington, D.C., 
March 6-8. Details: Jim Stang, NSLL, 1101 15th St., N.W., Washington, D.C. 20005 
(202/331-0270). 


Construction Industry National Legislative Conference... Washington, D.C., March 
6-9. Details: Gerald Collyer, American Subcontractors Assn., 815 15th St., N.W., Suite 902, 
Washington, D.C. 20005 (202/783-1883). 


Energy Technology Conference and <xposition. .. Washington, D.C., March 14-16. 
Contact: Nancy McNerney, Energy Technology Conference, Government Institutes, 4733 
Bethesda Ave., N.W., Washington, D.C. 20014. 


National Savings & Loan League... Inter-American S&L Conference. .. Washington, 


D.C., March 20-24. Details: Jim Stang, NSLL, 1101 15th St., N.W., Washington, D.C. 20005 
(202/331-0270). 
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